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Self	employment	deductions	worksheet

Self	employment	printable	small	business	tax	deductions	worksheet.		How	to	fill	out	self	employment	tax	and	deduction	worksheet.	
	List	of	deductions	for	self	employed.		

Remember	that	self-employment	tax	is	always	levied	against	the	net	income	from	your	own	business.	Any	deductible	expenses	are	taken	from	the	total	revenue	generated	by	the	company.	So,	then	the	income	is	reduced	in	calculating	self-employment	tax.If	you	happen	to	owe	a	large	amount	in	self-employment	taxes,	you	do	have	the	option	of	making
estimated	tax	payments	every	quarter.	This	is	important	because	the	IRS	can	hit	you	with	fines	if	you	dont	pay	enough	throughout	the	year.Self-employment	taxes	are	a	constant	thorn	in	the	sides	of	the	self-employed.	Therefore,	its	important	to	estimate	what	you	might	need	to	pay	in	advance	to	avoid	getting	stressed	out	when	tax	season	officially
rolls	around.Keep	in	mind,	if	you	file	your	taxes	online,	they	will	ask	you	the	correct	questions	to	let	you	know	which	self-employed	tax	deductions	you	qualify	for	and	guarantee	you	will	pay	the	least	amount	of	tax	possible.Youll	owe	at	least	$1,000	in	federal	income	taxes	this	year,	even	after	accounting	for	your	withholding	and	refundable	credits	,
andYour	withholding	and	refundable	credits	will	cover	less	than	90%	of	your	tax	liability	for	this	year	or	100%	of	your	liability	last	year,	whichever	is	smaller.Penalties	For	Late	Filing	&	NonIt	is	never	an	ideal	situation	to	fall	behind	on	tax	payments.	In	the	unfortunate	event	that	it	does	happen,	the	penalties	can	stack	up.	Penalties	can	also	begin	for
self-employed	taxpayers	who	fail	to	make	their	quarterly	payments.	Worse	case	situations	can	end	up	with	the	issuance	of	a	tax	lien.Penalties	begin	at	5%	of	the	total	tax	due	on	a	specific	date.	For	each	month	or	partial	month	thereafter,	the	IRS	charges	an	additional	.5%.	The	maximum	penalty	can	rise	to	25%,	though	the	IRS	cannot	charge	for	over
40	months.	Interest	also	accrues	daily	on	all	past	due	accounts.Recommended	Reading:	How	Much	Is	Sales	Tax	On	A	Car	In	NcWho	Is	Required	To	Pay	Estimated	Quarterly	TaxesIn	general,	independent	earners	such	as	small	business	owners,	freelancers,	and	contractors	must	make	estimated	tax	payments.	While	self-employment	income	is	not
subject	to	automatic	federal,	state,	or	FICA	withholding,	the	IRS	still	expects	to	receive	their	due	throughout	the	year.Quarterly	tax	payments	can	also	apply	to	untaxed	income	such	as	dividends,	business	distributions,	or	significant	capital	gains.According	to	IRS	guidelines,	you	must	make	estimated	quarterly	payments	if:You’re	a	sole	proprietor,
partner	or	S-corporation	shareholder,	and	you	expect	to	owe	at	least	$1000	when	you	file	your	return	orYou’re	a	C-corporation	shareholder,	and	you	expect	to	owe	at	least	$500	when	you	file	your	return.However,	you	may	not	need	to	make	estimated	tax	payments	if	you	earn	W-2	wages	and	you’ve	asked	your	employer	to	withhold	additional	taxes
from	your	paychecks.	The	same	is	true	if	you	had	no	tax	liability	for	the	prior	12-month	tax	period	.Note:	You	can	ask	your	employer	to	adjust	your	tax	withholding	by	giving	them	a	new	W-4.	

Use	the	IRS’s	Tax	Withholding	Estimator	to	determine	how	much	you	should	withhold.Estimating	Quarterly	California	SelfLike	that	part	of	the	workforce	who	collect	checks	from	an	employer,	those	who	are	self-employed	must	pay	their	taxes	throughout	the	year.	Unlike	employed	individuals	whose	taxes	come	out	of	each	paycheck,	the	self-employed
usually	pay	on	a	quarterly	basis.	This	being	the	case,	it	becomes	paramount	to	know	how	much	to	withhold	in	order	to	pay	the	quarterly	tax.Residents	who	are	self-employed	often	experience	higher	volatility	in	income	than	those	who	collect	a	steady	paycheck.	They	may	have	certain	seasons	that	are	busier	than	the	rest.	For	this	reason,	taxpayers
make	an	estimate	of	their	annual	income.	This	is	an	educated	guess	scenario,	and	taxpayers	may	owe	or	pay	too	much	by	the	end	of	the	year.	The	California	FTB	and	the	IRS	expect	taxpayers	to	make	a	quarterly	payment	if	they	estimate	owing	more	than	$500.You	May	Like:	1040paytax.com	Official	SiteHow	Much	Should	You	Set	Aside	For	Taxes	If
You	Are	SelfA	rule-of-thumb	percentage	to	be	safe	is	to	set	aside	30%	of	your	income.	
âAnd	hereâs	why.	Putting	aside	money	is	important	because	you	may	need	it	to	pay	estimated	quarterly	taxes.If	you	are	a	1099	worker	and	you	expect	to	owe	more	than	$1,000	in	tax	at	the	end	of	the	year,	The	Internal	Revenue	Service	requires	you	to	make	quarterly	payments	toward	the	debt.	The	quarterly	tax	payments	are	made	up	of	an	estimate
of	how	much	youâll	owe	in	taxes	in	April.	Youâll	need	to	make	quarterly	payments	equal	to	the	amount	of	taxes	owed	in	the	previous	year.	If	you	miss	your	estimated	tax	payment,	you	can	receive	a	penalty	from	the	IRS.	To	calculate	your	quarterly	tax	payments,	take	last	year’s	entire	income	or	what	you	predict	to	earn	this	year,	calculate	30	percent
of	that	number,	and	divide	it	by	four.	If	you	want	an	easy	way	to	know	how	much	you	need	to	pay,	use	our	quarterly	tax	calculator	to	estimate	your	payments.Freelancers	Others	With	Side	Jobs	In	The	Gig	Economy	May	Benefit	From	New	Online	ToolIR-2019-149,	September	4,	2019WASHINGTON	The	Internal	Revenue	Service	said	today	that	the	new
Tax	Withholding	Estimator	tool	includes	a	feature	designed	to	make	it	easier	for	employees	who	also	receive	self-employment	income	to	accurately	estimate	the	right	amount	of	tax	to	have	taken	out	of	their	pay.The	Tax	Withholding	Estimator	is	an	expanded,	mobile-friendly	online	tool	that	replaced	the	Withholding	Calculator,	which	since	2001	had
offered	workers	an	online	method	for	checking	their	withholding.	
The	old	calculator	lacked	features	geared	to	self-employed	individuals	the	new	Tax	Withholding	Estimator	made	changes	to	address	this	important	group.The	new	tool	offers	self-employed	individuals,	workers,	retirees	and	other	taxpayers	a	more	dynamic	and	user-friendly	way	to	calculate	the	amount	of	income	tax	they	want	to	have	withheld	from
either	wages	or	pension	payments.	With	only	a	third	of	the	year	remaining,	the	IRS	encourages	these	taxpayers	and	others	to	use	the	tool	to	take	a	Paycheck	Checkup	as	soon	as	possible	to	make	sure	they	are	having	the	right	amount	of	tax	withheld	and	avoid	a	surprise	when	they	file	next	year.The	enhancement	for	self-employed	people	is	just	one	of
many	new	features	offered	by	the	Tax	Withholding	Estimator.	Others	include:The	IRS	sponsors	a	free	two-hour	webinar	on	the	Tax	Withholding	Estimator.	The	webinar	will	take	place	on	Thursday,	September	19	at	2	p.m.	Eastern	time.	
To	sign	up,	visit	the	webinars	page	on	IRS.gov.Read	Also:	Who	Has	The	Power	To	Levy	And	Collect	TaxesCalculating	Tax	Payments	For	FreelancersYou	aren’t	just	responsible	for	paying	income	tax	on	your	earnings.	

You	must	also	pay	the	self-employment	tax	when	you’re	a	freelancer.The	self-employment	tax	is	your	FICA	taxesthe	Medicare	and	Social	Security	taxes	that	your	employer	would	normally	withhold	from	your	paychecks	in	addition	to	income	tax.	You	pay	half	when	you’re	employed,	and	your	employer	is	obligated	to	pay	the	other	half,	but	you’re
considered	both	employer	and	employee	when	you’re	self-employed.	That	means	that	you	have	to	foot	the	whole	bill	yourself.The	self-employment	tax	is	15.3%	of	the	first	$142,800	of	income	you	receive,	plus	2.9%	of	anything	you	earn	over	that	threshold,	as	of	the	2021	tax	year.	The	same	tax	rates	apply	in	2022,	but	with	a	higher	threshold	at
$147,000.The	“employer”	portion	of	the	self-employment	tax	is	deductible	as	an	adjustment	to	income.You	should	plan	to	set	aside	25%	to	30%	of	your	taxable	freelance	income	to	pay	both	quarterly	taxes	and	any	additional	tax	that	you	owe	when	you	file	your	taxes	in	April.	Freelancers	must	budget	for	both	income	tax	and	FICA	taxes.You	can	use	IRS
Form	1040-ES	to	calculate	your	estimated	tax	payments.File	Your	Tax	Return	For	OnlineHow	to	reduce	the	awfulness	of	self-employment	taxes	and	deductionsThis	article	is	provided	for	informational	purposes	only.	It	does	not	cover	every	aspect	of	the	topic	it	addresses.	The	content	is	not	intended	to	be	investment	advice,	tax,	legal	or	any	other	kind
of	professional	advice.	Before	taking	any	action	based	on	this	information	you	should	consult	a	professional.	This	will	ensure	that	your	individual	circumstances	have	been	considered	properly	and	that	action	is	taken	on	the	latest	available	information.	We	do	not	endorse	any	third	parties	referenced	within	the	article.	When	you	invest,	your	money	is	at
risk	and	it	is	possible	that	you	may	lose	some	or	all	of	your	investment.	Past	performance	is	not	a	guarantee	of	future	results.	Historical	returns,	hypothetical	returns,	expected	returns	and	images	included	in	this	content	are	for	illustrative	purposes	only.We	provide	investment	services	and	other	financial	products	through	several
affiliates.Wealthsimple	Trade	is	offered	by	Canadian	ShareOwner	Investments	Inc.	,	a	registered	investment	dealer	in	each	province	and	territory	of	Canada,	a	member	of	the	Investment	Industry	Regulatory	Organization	of	Canada	and	a	member	of	the	Canadian	Investor	Protection	Fund	,	the	benefits	of	which	are	limited	to	activities	undertaken	by
ShareOwner.Wealthsimple	Invest	and	Work	are	offered	by	Wealthsimple	Inc.,	a	registered	portfolio	manager	in	each	province	and	territory	of	Canada.	Assets	in	your	Invest	and	Work	accounts	are	held	with	ShareOwner.Read	Also:	How	To	Pay	Taxes	DoordashHow	To	Calculate	Your	Cpp	ContributionsPersonally,	I	just	use	this	tax	calculator	to	ensure
Im	saving	enough	for	income	taxes	and	my	Canada	Pension	Plan	contributions,	but	if	youre	curious	how	the	math	works,	here	goes!For	your	CPP	premiums,	you	are	required	to	pay	these	if	you	are	18	or	older	and	earn	more	than	$3,500/year.	
Its	also	interesting	to	note	that	if	you	are	an	employee,	you	only	pay	half	of	your	CPP	premiums	and	your	employer	pays	the	other	half.	When	youre	self-employed,	you	arent	so	lucky	and	have	to	pay	the	full	10.9%.	
You	are	required	to	pay	10.9%	on	your	gross	income	,	minus	the	$3,500	basic	exemption	amount.	Heres	an	example:You	earned	$100,000	in	business	revenueYou	spent	$30,000	on	business	expenses	and	operating	costsYoure	left	with	$70,000	in	business	earnings	after	expensesSubtract	the	$3,500	basic	exemption	amount	to	equal	$66,500Multiply
$66,500	by	10.9%	to	equal	$7,248.50$100,000	$30,000	=	$70,000	$3,500	=	$66,500	x	10.9%	=	$7,248.50But	thats	not	all!	There	is	actually	a	ceiling	for	CPP	premiums.	The	maximum	amount	a	self-employed	individual	can	contribute	to	CPP	is	$6,332.90/year	as	of	2021.	Which	means	instead	of	paying	$7,248.50	in	CPP,	you	would	actually	only	owe
the	maximum	contribution	amount	which	is	$6,332.90.Since	CPP	contribution	amounts	change	every	year,	to	keep	up	to	date	check	out	this	CPP	contribution	rates,	maximums	and	exemptions	page	on	the	governments	website.The	Basics	For	Filing	SelfBefore	you	can	determine	your	tax	obligations,	know	your	tax	rate	and	consider	whether	your
region	requires	separate	city	taxes.	To	figure	out	your	rate,	first	calculate	your	net	profit	or	net	loss	from	your	business.	You	can	calculate	this	by	subtracting	business	expenses	from	your	business	income.	If	your	expenses	are	less	than	your	income,	the	difference	is	net	profit	and	is	part	of	your	income.	If	your	expenses	are	more	than	your	income,	the
difference	is	your	net	loss.To	prepare	to	file	your	taxes,	you	must	first	understand	your	tax	rate,	as	well	as	any	state	and	local	taxes	that	might	apply	to	you.	To	determine	your	tax	rate,	you	must	first	figure	out	your	net	profit	or	loss	during	the	taxable	period.Next,	if	your	earnings	from	self-employment	exceed	$400,	you	must	file	a	Schedule	C	.	Even	if
your	net	earnings	from	self-employment	were	less	than	$400,	you	still	have	to	file	a	return	if	you	meet	any	of	the	other	requirements	listed	in	Form	1040.According	to	the	IRS,	self-employed	taxpayers	who	expect	to	owe	more	than	$1,000	in	self-employment	tax	must	make	estimated	tax	payments	four	times	during	the	year.	You	will	need	to	use	IRS
Form	1040	to	file	these	quarterly	taxes.You	can	estimate	your	expected	self-employment	tax	using	free	tools	like	this	one	from	QuickBooks	or	this	one	from	TaxAct.Read	Also:	How	To	File	Taxes	For	DoordashBe	Clear	In	Your	Understanding	Of	How	You	Can	Benefit	From	A	WorkThe	prospect	of	long	term	work-from-home	life	may	be	enticing	to	some
and	terrifying	to	others.	Regardless	of	your	feelings	on	the	matter,	2020	is	a	year	in	which	you’ll	likely	want	to	know	how	you	can	take	advantage	of	certain	tax	deductions	related	to	the	new	realities	of	work	—	particularly	if	you’re	self-employed	or	an	independent	contractor.Knowing	the	right	tax	deductions,	and	how	to	apply	them	on	the	most	basic
level,	will	create	great	benefit	for	you	come	tax	time	if	you	are	careful	with	your	record	keeping.	



Below	you’ll	find	four	of	the	most	visible	deductions	that	could	ultimately	impact	how	much	tax	you	owe	for	the	year.How	To	Calculate	Your	SelfThe	self-employment	tax	rate	for	2019	is	15.3%,	which	encompasses	the	12.4%	Social	Security	tax	and	the	2.9%	Medicare	tax.	Self-employment	tax	applies	to	your	net	earnings.	For	2019,	only	the	first
$132,900	of	your	earnings	is	subject	to	Social	Security	tax	,	but	a	0.9%	additional	Medicare	tax	may	also	apply	to	your	self-employment	earnings	if	they	exceed	$200,000	if	you’re	a	single	filer,	or	$250,000	if	you’re	filing	jointly.As	mentioned	earlier,	to	accurately	calculate	your	self-employment	tax,	you	need	to	calculate	your	net	self-employment
earnings	for	the	year	which	is	your	self-employment	gross	income	minus	your	business	expenses.	Typically,	92.35%	of	your	self-employment	net	earnings	is	subject	to	self-employment	tax.	Once	you	have	your	total	net	earnings	from	self-employment	that	are	subject	to	tax,	apply	the	15.3%	tax	rate	to	determine	your	total	self-employment	tax.If	you’ve
had	a	loss	or	just	a	little	bit	of	income	from	self-employment	for	the	year,	there	are	two	optional	methods	to	calculate	net	earnings	in	the	IRS	Schedule	SE.Read	Also:	Look	Ein	NumberCalifornia	Self	Employment	Tax	By	The	Franchise	Tax	BoardAccording	to	the	State	of	California	Franchise	Tax	Board,	IRS	self-employment	tax	consists	of	Medicare	and
social	security,	but	the	purpose	of	this	article	is	to	explain	taxes	for	California,	for	self-employed	people.	The	IRS	self-employment	tax	applies	to	residents	who	are	sole	proprietors	and	earn	$400	or	more	in	profit	during	the	tax	year.	Residents	who	are	part	of	a	partnership	or	limited	liability	company	structured	as	a	partnership	also	owe	self-
employment	tax	if	they	have	a	profit	of	$400	or	higher.Home	Office	Tax	DeductionIf	youre	a	freelancer	or	business	owner	who	uses	a	home	office	to	do	work,	you	may	qualify	for	a	home	office	tax	deduction.	It	doesnt	matter	whether	you	rent	or	own	a	home.	You	just	have	to	use	the	office	space	regularly	and	exclusively,	per	IRS	guidelines.And	even	if
you	dont	meet	that	requirement,	you	can	claim	this	deduction	if	you	perform	all	of	your	administrative	tasks	for	your	business	at	home	and	no	other	location.	A	home	can	be	a	condo,	townhouse,	backyard	shed,	boat,	etc.To	calculate	how	much	you	could	deduct,	the	IRS	allows	you	to	use	the	following	two	methods:Simplified	optionRegular	optionWith
the	simplified	option,	every	square	foot	of	space	in	your	office	is	worth	$5.	So,	to	find	out	how	much	you	could	deduct,	you	would	multiply	the	square	footage	of	your	office	by	5.	For	example,	lets	say	your	home	office	is	300	square	feet.	In	order	to	calculate	the	deduction	amount,	youd	multiply	300	by	5,	which	gives	you	$1,500	the	maximum	amount
youre	allowed	to	deduct	using	this	method.Alternatively,	you	could	use	the	regular	option.	Compared	to	the	simplified	option,	this	option	is	a	bit	more	complex.	It	requires	you	to	determine	how	much	your	home	office	costs.	Do	you	know	how	much	of	your	mortgage	interest	or	cost	of	repairs	goes	toward	your	home	office?For	those	of	you	who	keep
detailed	records,	using	the	regular	option	could	increase	your	deduction	amount.	To	decide	which	one	to	use,	calculate	the	home	office	deduction	using	both	methods.Read	Also:	Doordash	Quarterly	TaxesIncome	Tax	Withholding	TablesThe	Tax	Cuts	and	Jobs	Act	of	2017	brought	about	a	number	of	changes	in	tax	rates	and	brackets,	a	drastic	increase
in	the	standard	deduction,	the	elimination	of	personal	exemptions,	and	a	new	W-4	form.Between	2020	and	2021,	many	of	these	changes	remain	the	same.	
The	following	are	aspects	of	federal	income	tax	withholding	that	are	unchanged	in	2021:No	personal	exemptionRecap	alert!	Form	W-4	changes:	Again,	the	removal	of	withholding	allowances	is	due	to	the	redesigned	IRS	Form	W-4.	In	the	past,	employees	could	claim	more	allowances	to	lower	their	FIT	withholding.	But	for	2020	Forms	W-4	and	later,
employees	can	lower	their	tax	withholding	by	claiming	dependents	or	using	the	deductions	worksheet	on	the	form.	You	must	use	this	updated	Form	W-4	for	all	new	hires.Although	the	sweeping	changes	to	the	income	tax	withholding	tables	has	generally	started	to	stagnate,	there	are	a	few	updates	for	2021.	As	always,	adjust	your	payroll	tax
withholding	to	reflect	the	2021	changes	to	income	tax	withholding	tables.	If	you	use	online	payroll	software,	the	information	automatically	updates.Heres	a	rundown	of	2021	updates:	Section	references	are	to	the	Internal	Revenue	Code	unless	otherwise	noted.	For	the	latest	information	about	developments	related	to	Form	8885	and	its	instructions,
such	as	legislation	enacted	after	they	were	published,	go	to	IRS.gov/Form8885.	Relatively	few	people	are	eligible	for	the	HCTC.	
See	Who	Can	Take	This	Credit	,	later,	to	determine	whether	you	can	claim	the	credit.	Use	Form	8885	to	elect	and	figure	the	amount,	if	any,	of	your	HCTC.	You	can	elect	to	take	the	HCTC	only	if	(a)	you	were	an	eligible	TAA,	ATAA,	or	RTAA	recipient	or	PBGC	payee	in	2021;	or	you	were	the	qualifying	family	member	of	an	eligible	TAA,	ATAA,	or	RTAA
recipient	or	PBGC	payee	who	passed	away	or	finalized	a	divorce	with	you	(see	Continued	Qualification	for	Family	Members	After	Certain	Life	Events,	later);	(b)	you	can’t	be	claimed	as	a	dependent	on	someone	else’s	2021	tax	return;	and	(c)	you	met	all	of	the	other	conditions	listed	on	line	1.	If	you	can’t	be	claimed	as	a	dependent	on	someone	else’s
2021	tax	return,	review	Form	8885,	Part	I,	to	see	if	you	are	eligible	to	take	this	credit.	
You	were	an	eligible	TAA	recipient	as	of	the	first	day	of	the	month	if,	for	any	day	in	that	month	or	the	prior	month,	you:	Received	a	trade	readjustment	allowance,	or	Would	have	been	entitled	to	receive	such	an	allowance	except	that	you	hadn’t	exhausted	all	rights	to	any	unemployment	insurance	(except	additional	compensation	that	is	funded	by	a
state	and	isn’t	reimbursed	from	any	federal	funds)	to	which	you	were	entitled	(or	would	be	entitled	if	you	applied).	Example.	You	received	a	trade	readjustment	allowance	for	January	2021.	You	were	an	eligible	TAA	recipient	as	of	the	first	day	of	January	and	February.	You	were	an	eligible	ATAA	recipient	as	of	the	first	day	of	the	month	if,	for	that
month	or	the	prior	month,	you	received	benefits	under	an	alternative	trade	adjustment	assistance	program	for	older	workers	established	by	the	Department	of	Labor.	Example.	

You	received	benefits	under	an	alternative	trade	adjustment	assistance	program	for	older	workers	for	October	2021.	The	program	was	established	by	the	Department	of	Labor.	You	were	an	eligible	ATAA	recipient	as	of	the	first	day	of	October	and	November.	You	were	an	eligible	RTAA	recipient	as	of	the	first	day	of	the	month	if,	for	that	month	or	the
prior	month,	you	received	benefits	under	a	reemployment	trade	adjustment	assistance	program	for	older	workers	established	by	the	Department	of	Labor.	
Example.	You	received	benefits	under	a	reemployment	trade	adjustment	assistance	program	for	older	workers	for	January	2021.	The	program	was	established	by	the	Department	of	Labor.	You	were	an	eligible	RTAA	recipient	as	of	the	first	day	of	January	and	February.	You	were	an	eligible	PBGC	payee	as	of	the	first	day	of	the	month	if	both	of	the
following	apply.	You	were	age	55	to	65	and	not	enrolled	in	Medicare	as	of	the	first	day	of	the	month.	You	received	a	benefit	for	that	month	that	was	paid	by	the	PBGC	under	title	IV	of	the	Employee	Retirement	Income	Security	Act	of	1974	(ERISA).	If	you	received	a	lump-sum	payment	from	the	PBGC	after	August	5,	2002,	you	meet	item	(2)	above	for
any	month	that	you	would	have	received	a	PBGC	benefit	if	you	hadn’t	received	the	lump-sum	payment.	Qualifying	family	members	(spouses	and	dependents)	(see	Qualifying	Family	Member	,	later)	can	be	considered	recipients	and	file	Form	8885	under	their	name	and	social	security	number	after	certain	life	events.	You	are	considered	a	recipient	and
are	eligible	to	newly	receive,	or	continue	to	receive,	the	HCTC	in	the	event	that	a	related	TAA,	ATAA,	or	RTAA	recipient	or	PBGC	payee	dies	or	finalizes	a	divorce	with	you	and	you	were	a	qualifying	family	member	immediately	before	such	event.	The	TAA,	ATAA,	or	RTAA	recipient	or	PBGC	payee	doesn’t	need	to	elect	the	HCTC	prior	to	the	event.
People	who	were	qualifying	family	members	can	receive	the	tax	credit	for	eligible	coverage	months	up	to	24	months	from	the	death	or	divorce,	or	until	the	first	coverage	month	that	begins	on	or	after	January	1,	2022,	whichever	comes	first.	Eligibility	to	receive	the	HCTC	may	begin	in	either	the	month	of	the	death	or	divorce	or	the	month	following	the
death	or	divorce.	
Example.	Your	spouse	was	a	PBGC	payee	and	died	on	August	20,	2020.	You	are	eligible	to	receive	the	HCTC	as	a	recipient	for	coverage	for	August	2020	through	December	2021,	subject	to	the	other	general	HCTC	requirements.	If	you	didn't	have	separate	coverage	for	August,	you	are	eligible	to	receive	the	HCTC	as	a	recipient	for	coverage	for
September	2020	through	December	2021,	subject	to	the	other	general	HCTC	requirements.	

Qualified	health	insurance	coverage	for	the	HCTC	is	any	of	the	following.	
Coverage	under	a	group	health	plan	available	through	the	employment	of	your	spouse,	but	see	the	instructions	for	line	1,	later,	for	information	on	when	enrollment	in,	or	an	offer	of,	employer-sponsored	coverage	makes	you	an	individual	ineligible	for	the	HCTC.	



Coverage	under	a	non-group	(individual)	health	insurance	plan	other	than	a	qualified	health	plan	offered	through	a	Marketplace.	Individual	health	insurance	doesn’t	include	any	insurance	connected	with	a	group	health	plan	or	federal-	or	state-based	health	insurance	coverage.	Coverage	under	a	Consolidated	Omnibus	Budget	Reconciliation	Act
(COBRA)	continuation	provision	(as	defined	in	section	9832(d)(1)).	State-based	coverage.	State-based	coverage	includes	the	following.	Continuation	coverage	provided	by	the	state	under	a	state	law	that	requires	such	coverage.	A	qualified	state	high-risk	pool	(as	defined	in	section	2744(c)(2)	of	the	Public	Health	Service	Act).	A	health	insurance
program	offered	for	state	employees.	A	state-based	health	insurance	program	that	is	comparable	to	the	health	insurance	program	offered	for	state	employees.	An	arrangement	entered	into	by	a	state	and	(i)	a	group	health	plan	(including	such	a	plan	that	is	a	multiemployer	plan	as	defined	in	section	3(37)	of	ERISA),	(ii)	an	issuer	of	health	insurance
coverage,	(iii)	an	administrator,	or	(iv)	an	employer.	A	state	arrangement	with	a	private	sector	health	care	coverage	purchasing	pool.	A	state-operated	health	plan	that	doesn’t	receive	any	federal	financial	participation.	Coverage	under	a	health	plan	funded	by	a	voluntary	employees’	beneficiary	association	(VEBA)	that	was	established	through	a
bankruptcy	court.	A	qualifying	family	member	is:	Your	spouse	(a	spouse	doesn’t	include	someone	who	is	legally	separated	from	his	or	her	spouse	under	a	decree	of	divorce	or	of	separate	maintenance	(but	see	Married	Persons	Filing	Separate	Returns	,	later)),	or	Anyone	whom	you	can	claim	as	a	dependent	(but	see	the	exception	for	Children	of
Divorced	or	Separated	Parents,	later).	For	any	month	that	you	are	eligible	to	take	the	HCTC,	you	can	include	premiums	paid	for	a	qualifying	family	member	for	that	eligible	coverage	month	if	all	of	the	following	statements	were	true	as	of	the	first	day	of	that	eligible	coverage	month.	The	qualifying	family	member	was	covered	by	qualified	health
insurance	coverage	for	which	you	paid	some	or	all	of	the	premiums.	You	and	your	qualifying	family	member	don’t	have	to	be	covered	by	the	same	coverage.	The	qualifying	family	member	wasn’t	enrolled	in	Medicare	Part	A,	B,	or	C.	
The	qualifying	family	member	wasn’t	enrolled	in	Medicaid	or	the	Children’s	Health	Insurance	Program	(CHIP).	The	qualifying	family	member	wasn’t	enrolled	in	the	Federal	Employees	Health	Benefits	Program	(FEHBP)	or	eligible	to	receive	benefits	under	the	U.S.	military	health	system	(TRICARE).	The	qualifying	family	member	wasn’t	covered	by,	or
eligible	for	coverage	under,	any	employer-sponsored	health	insurance	coverage	as	described	in	the	instructions	for	line	1,	later.	If	you	are	an	eligible	TAA,	ATAA,	or	RTAA	recipient	or	PBGC	payee	who	enrolled	in	Medicare,	you	may	be	able	to	take	the	HCTC	for	coverage	of	qualifying	family	members.	You	can	receive	the	HCTC	for	the	health	plan
premiums	of	your	qualifying	family	member(s)	for	eligible	coverage	months	up	to	24	months	from	the	month	you	enrolled	in	Medicare,	or	until	the	first	coverage	month	that	begins	on	or	after	January	1,	2022,	whichever	comes	first.	In	order	to	receive	the	HCTC,	your	qualifying	family	members	must	meet	all	of	the	requirements	described	earlier.	Your
spouse	isn’t	treated	as	a	qualifying	family	member	if	you	and	your	spouse	file	separate	returns	and	either	(1)	or	(2)	below	applies.	
Your	spouse	was	also	an	eligible	TAA,	ATAA,	or	RTAA	recipient	or	PBGC	payee	in	2021.	All	of	the	following	apply.	You	lived	apart	from	your	spouse	during	the	last	6	months	of	2021.	A	qualifying	family	member	(other	than	your	spouse)	lived	in	your	home	for	more	than	half	of	2021.	You	provided	over	half	of	the	cost	of	keeping	up	your	home.	Even	if
you	can’t	claim	your	child	as	a	dependent,	he	or	she	is	treated	as	your	qualifying	family	member	for	the	HCTC	if	both	of	the	following	apply.	You	were	the	child’s	custodial	parent.	Generally,	the	custodial	parent	is	the	parent	with	whom	the	child	resided	for	the	greater	number	of	nights	in	2021.	If	the	counting	nights	rule	applies,	and	the	child	resided
with	each	parent	for	an	equal	number	of	nights	in	2021,	the	custodial	parent	is	the	parent	with	the	higher	adjusted	gross	income	for	2021.	
The	child’s	other	parent	can	claim	the	child	as	a	dependent	under	the	rules	for	children	of	divorced	or	separated	parents.	See	the	Instructions	for	Forms	1040	and	1040-SR,	or	Pub.	501,	Dependents,	Standard	Deduction,	and	Filing	Information,	for	details.	Conversely,	if	you	can	claim	your	child	as	a	dependent	under	the	special	rule	for	a	child	of
divorced	or	separated	parents	but	you	aren’t	the	child’s	custodial	parent,	the	child	isn’t	your	qualifying	family	member	for	purposes	of	the	HCTC.	.The	child	must	also	meet	all	the	other	conditions	of	a	qualifying	family	member,	defined	earlier,	in	order	for	you	to	claim	the	HCTC	for	the	qualified	health	insurance	coverage	of	the	child..	A	qualified
health	plan	offered	through	a	Marketplace	isn’t	qualified	health	insurance	coverage	for	the	HCTC	in	2021.	And	you	can’t	take	the	premium	tax	credit	(PTC)	for	any	months	checked	on	line	1.	However,	subject	to	the	general	eligibility	and	election	rules	for	the	HCTC	and	the	PTC,	you	may	be	able	to	claim	the	PTC	and	the	HCTC	in	the	same	month	for
different	coverage.	For	example,	if	you	elect	the	HCTC	for	self-only	COBRA	coverage	in	a	month,	you	can	take	the	PTC	for	the	Marketplace	coverage	of	your	family	members	for	that	same	month	if	you	and	your	eligible	family	members	are	otherwise	eligible	to	take	the	PTC	and	the	HCTC,	as	applicable.	You	may	also	be	able	to	claim	the	HCTC	and	the
PTC	for	different	coverage	of	the	same	individuals	in	different	months	of	the	year	but	need	to	apply	the	following	special	instructions	for	completing	Form	8962.	If	you	elected	to	take	the	HCTC	or	received	the	benefit	of	advance	payments	of	the	HCTC	for	at	least	1	month	of	the	year	and	the	individual(s)	covered	under	the	qualified	health	insurance
coverage	for	the	HCTC	were	also	enrolled	in	a	qualified	health	plan	offered	through	a	Marketplace	for	at	least	1	other	month	of	the	year,	complete	Form	8962	as	provided	in	the	Form	8962	instructions,	but:	Figure	your	PTC	for	only	those	months	not	checked	on	Form	8885,	line	1;	Complete	Form	8962,	column	(f)	of	lines	12	through	23,	for	all	months
for	which	advance	payments	of	the	premium	tax	credit	(APTC)	were	made,	even	those	months	checked	on	Form	8885,	line	1;	and	If	you	complete	Form	8962,	line	27	(Excess	advance	payment	of	PTC),	determine	Form	8962,	line	28	(Repayment	limitation),	as	follows.	
You	must	elect	the	HCTC	to	receive	the	benefit	of	the	HCTC.	Check	the	box	for	the	first	eligible	coverage	month	you	are	electing	to	take	the	HCTC.	
All	of	the	statements	listed	on	the	form,	and	as	further	explained	in	these	instructions,	must	be	true	as	of	the	first	day	of	that	month.	You	must	also	check	the	box	for	each	month	after	the	election	month	for	which	all	of	the	statements	listed	on	the	form	are	true	as	of	the	first	day	of	that	month,	even	if	you	aren’t	claiming	the	HCTC	for	those	months.
Example.	
You	had	health	insurance	coverage	under	an	employer-sponsored	health	insurance	plan	as	of	October	1.	The	employer	paid	40%	of	the	cost	of	the	coverage.	You	paid	60%	of	the	cost	of	the	coverage	through	pre-tax	contributions.	You	can’t	take	the	HCTC	for	the	month	of	October	because	the	employer	is	considered	to	have	paid	100%	of	the	cost	of	the
coverage.	
.If	your	qualified	health	insurance	coverage	covers	anyone	other	than	you	and	your	qualifying	family	members,	see	Pub.	502,	Medical	and	Dental	Expenses,	before	completing	line	2	to	determine	which	amounts	are	considered	to	be	paid	for	coverage	for	you	and	your	qualifying	family	members..	Enter	the	total	amount	of	insurance	premiums	paid	by
you	for	coverage	for	you	and	all	qualifying	family	members	under	Qualified	Health	Insurance	Coverage	,	earlier,	for	all	eligible	coverage	months	checked	on	line	1.	But	don’t	include	any	insurance	premiums	paid	by	you	to	“US	Treasury-HCTC.”	Also	don’t	include	any	advance	monthly	payments	your	health	plan	administrator	received	from	the	IRS,	as
shown	on	Form	1099-H,	box	1,	or	any	insurance	premiums	you	paid	for	which	you	received	a	reimbursement	of	the	HCTC	during	the	year	by	filing	Form	14095.	Example	1.	You	checked	January	on	line	1.	You	paid	$225	($200	for	basic	coverage	and	$25	for	dental	benefits	which	are	purchased	separately)	directly	to	your	health	plan	for	your	January
coverage.	The	$25	you	paid	for	dental	benefits	is	ineligible	for	the	HCTC.	You	would	include	the	$200	you	paid	for	your	basic	insurance	on	line	2.	Example	2.	You	checked	December	on	line	1.	You	participated	in	the	advance	monthly	payment	program	and	paid	only	$88	(27.5%)	of	your	$320	December	premium	to	“US	Treasury-HCTC.”	You	received	a
Form	1099-H	showing	an	advance	payment	of	$232	(72.5%	of	the	$320	premium)	for	your	December	coverage.	You	wouldn’t	include	any	part	of	the	December	coverage	premium	on	line	2	because	you	already	received	the	benefit	of	the	advance	monthly	payment	program	for	December.	You	must	still	file	Form	8885	to	elect	the	HCTC	for	December.	If
the	resulting	amount	from	line	5	is	negative,	zero,	or	blank,	you	can’t	claim	the	HCTC	on	your	income	tax	return.	However,	you	must	still	file	Form	8885	to	elect	the	HCTC	for	any	months	you	participated	in	the	advance	monthly	payment	program.	You	received	an	excess	advance	monthly	payment	of	the	HCTC	if	you	received	the	benefit	of	an	advance
monthly	payment	for	any	month	not	checked	on	line	1	(see	Form	1099-H)	or	received	a	reimbursement	of	the	HCTC	during	the	year	by	filing	Form	14095	for	any	month	not	checked	on	line	1.	You	must	reduce	the	amount	on	line	5	by	the	total	of	these	payments.	Use	the	Excess	Advance	HCTC	Repayment	Worksheet	to	figure	the	amount	of	the	excess
advance	monthly	payment	that	you	must	repay.	If	you	claim	any	HCTC	on	line	5,	you	must	provide	verifiable	proof	for	each	month	you	are	claiming	the	credit	on	line	2	that	your	health	insurance	coverage	is	qualified	health	insurance	coverage	for	the	HCTC	and	that	you	paid	premiums	for	the	qualified	health	insurance	coverage	by	attaching	the
documents	listed	below	to	your	Form	8885.	No	documents	are	required	if	you	file	Form	8885	only	to	elect	the	HCTC	for	months	you	participated	in	the	advance	monthly	payment	program.	For	all	health	plans,	you	must	include	all	of	the	following	documents.	An	official	letter	reflecting	that	you	were	an	eligible	individual	for	the	months	claimed	on	line
2	in	2021.	For	trade-certified	individuals	demonstrating	TAA,	ATAA,	or	RTAA	eligibility—A	copy	of	the	official	letter	from	the	Department	of	Labor,	your	state	workforce	agency,	or	employment	office	stating	you	are	eligible	for	trade	adjustment	benefits.	For	PBGC	eligibility—A	copy	of	the	official	letter	or	a	copy	of	your	2021	Form	1099-R,	Distributions
From	Pensions,	Annuities,	Retirement	or	Profit-Sharing	Plans,	IRAs,	Insurance	Contracts,	etc.,	from	the	PBGC	showing	you	received	a	benefit	paid	by	the	PBGC.	A	copy	of	your	health	insurance	bills	or	COBRA	payment	coupons	for	each	month	you	are	claiming	the	credit	on	line	2.*	The	bills	must	have:	Your	name	(or	name	of	the	policy	holder),	The
name	of	your	health	plan,	Your	monthly	premium	amount,	Dates	of	coverage,	and	Your	health	plan	identification	number(s).	*If	your	health	plan	doesn’t	provide	members	with	an	insurance	bill	or	COBRA	payment	coupon,	you	must	provide	health	plan	enrollment	documents	or	an	official	letter	from	your	health	plan	that	has	the	required	information
listed	under	items	2a	through	2e	above.	If	your	monthly	premium	includes	amounts	that	don’t	count	towards	the	HCTC,	such	as	dental	or	vision	coverage	or	coverage	for	family	members	who	aren’t	eligible	for	the	HCTC,	your	documentation	must	also	specify	those	ineligible	amounts.	Proof	of	payment	for	each	month	you	are	claiming	the	credit	on
line	2,	such	as:**	Canceled	checks	(copy	of	front	and	back),	Bank	statements,	Credit	card	statements,	or	Money	orders.	**Your	proof	of	payment	must	indicate	the	amount	paid	and	to	whom	it	was	paid.	If	you	don’t	have	one	of	these	types	of	proof	of	payment,	contact	your	health	plan	for	a	record	of	your	payment(s).	You	must	include	the	information
under	All	health	plans,	earlier,	and	one	of	the	following	documents.	A	copy	of	your	completed	and	signed	COBRA	Election	Letter.	It	may	also	be	called	a	COBRA	Enrollment	Form,	Application	Form,	Enrollment	Application	for	Continuing	Coverage,	or	Election	Agreement.	A	letter	from	your	former	employer	or	COBRA	administrator	saying	you	have
COBRA	coverage.	The	letter	must	have:	The	COBRA	coverage	start	and	end	dates;	Name	of	the	health	plan;	Your	home	address;	and	Covered	family	members,	their	dates	of	birth,	their	relationship	to	you,	and	their	social	security	numbers.	A	copy	of	“Notice	of	Rights	to	Continue	Coverage.”	You	must	include	the	information	under	All	health	plans,
earlier,	and	the	following	documents.	Copies	of	paycheck	stubs	showing	the	health	coverage	deductions	for	each	month	you	are	claiming	the	credit	on	line	2.	A	letter	or	other	statement	from	your	spouse’s	employer	that	states	the	employer	contributed	less	than	50%	of	the	cost	of	the	coverage	(TAA	recipients	and	PBGC	payees)	or	made	no
contributions	to	the	cost	of	coverage	(ATAA	and	RTAA	recipients).	If	you	e-file,	you	can	attach	a	copy	of	any	required	documents	to	an	electronically	filed	return	as	a	PDF	if	your	tax	software	supports	it,	or	you	must	attach	those	documents	to	Form	8453,	U.S.	Individual	Income	Tax	Transmittal	for	an	IRS	e-file	Return,	and	mail	them	to	the	IRS
according	to	the	instructions	for	that	form.	Example	1.	
You	checked	June	and	July	on	line	1.	
Your	insurance	coverage	for	each	month	costs	$750	($500	for	you	and	$250	for	your	qualifying	family	members).	You	paid	$750	directly	to	your	health	plan	for	your	June	coverage.	You	then	paid	$206.25	(27.5%	of	the	$750	premium)	for	your	July	coverage	as	part	of	the	advance	monthly	payment	program.	Your	health	plan	administrator	received	an
advance	payment	of	$543.75	(72.5%	of	the	$750	premium)	from	the	IRS	for	your	July	coverage.	You	received	a	Form	1099-H	showing	an	advance	payment	of	$543.75	for	your	July	coverage.	You	would	include	the	$750	you	paid	for	your	June	coverage	on	line	2.	You	wouldn’t	include	any	part	of	the	July	coverage	premium	on	line	2	because	you	already
received	the	benefit	of	the	advance	monthly	payment	program	for	July.	You	must	attach	copies	of	your	health	insurance	bills	and	proof	of	payment	for	the	June	coverage	for	you	and	your	qualifying	family	members	totaling	$750,	along	with	any	other	required	documents.	You	don’t	need	to	attach	documents	for	your	July	coverage.	Example	2.	You
checked	March	and	April	on	line	1.	Your	insurance	coverage	for	each	month	costs	$750	($500	for	you	and	$250	for	your	qualifying	family	members).	You	paid	$750	directly	to	your	health	plan	for	each	month.	You	would	include	$1,500	on	line	2	for	the	March	and	April	coverage.	You	must	attach	copies	of	your	health	insurance	bills	and	proof	of
payment	for	the	March	and	April	coverage	for	you	and	your	qualifying	family	members	totaling	$1,500	($750	for	each	month),	along	with	any	other	required	documents.


